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E.O. 11652: N/A 
TAGS: EAGR, EEC 

SUBJ: EC COUNTERVAILING RULES ON OILSEED MEAL 
REE (A) BRUSSELS 8425; (B) 77 BRUSSELS 19012; 

(C) 71 EC A-192; (D) 71 EC A-323; (E) 71 EC BRUSSELS 
1610 

1 . SUMMARY: THE EC FATS AND OILS CAP PROVIDES FOR THE 
APPLICATION OF COMPENSATORY AMOUNTS AGAINST IMPORTS OF 
SUBSIDIZED VEGETABLE OILS, OILSEEDS, AND OILSEED MEAL. 
HOWEVER, THE EC HAS THUS EAR ESTABLISHED RULES FOR THE 
IMPLEMENTATION OF THIS PROVISION ONLY WITH RESPECT TO 
VEGETABLE OILS. DG-VI HOPES TO EXTEND THE COVERAGE OE 
THESE IMPLEMENTING RULES TO OILSEED MEAL. THIS INTENTION 

IS MENTIONED IN THE LATEST COMMISSION WORKING DOCUMENT FOR 
THE 1978/79 EARM PRICE NEGOTIATIONS. END SUMMARY. 
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2. THE MAIOR FEATURES OF THE COMMISSION WORKING DOCUMENT 
TO BE USED AS THE BASIS FOR THE NEXT ROUND OF NEGOTIATIONS 
ON THE EIXING OF 1978/79 PRICES WAS REPORTED REF A. IN THE 
SECTION ON OILSEEDS, THIS DOCUMENT REFERS TO THE COMMISS- 
ION'S INTENTION TO DEFINE RULES EOR THE APPLICATION OP 
ARTICLE 3 OF COUNCIL REGULATION NO. 136/66 (THE BASIC 

FATS AND OILS REGULATION) TO OILSEED MEAL. ARTICLE 3 OP 
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COUNCIL REGULATION NO. 136/66 PROVIDES EOR THE APPLICATION 
OF QUOTE COMPENSATORY AMOUNTS UNQUOTE ON IMPORTS OP OIL- 
SEEDS, VEGETABLE OILS, OILSEED MEALS AND CERTAIN OTHER 
RELATED PRODUCTS WHERE: 

A. IMPORTS FROM THIRD COUNTRIES QUOTE SERIOUSLY 
PREJUDICE OR THREATEN TO PREJUDICE THE INTERESTS UNQUOTE 
OF EC PRODUCERS OP THESE PRODUCTS. 

B. AS A RESULT OF DIRECT OR INDIRECT SUBSIDIES OR 
PREMIUMS OR EQUIVALENT MEASURES, ACTUAL OFFER PRICES OP 
THESE PRODUCTS DO NOT CORRESPOND QUOTE TO PRICES WHICH 
WOULD PREVAIL IN THE ABSENCE OF SUCH MEASURES OR PRACTICES 
UNQUOTE AND WHERE SUCH A SITUATION CAUSES OR THREATENS TO 
CAUSE SERIOUS PREJUDICE TO COMMUNITY PRODUCTION OP THE 
PRODUCTS COVERED BY THE FATS AND OILS CAP. 

THE ARTICLE ALSO STATES THAT THE INTRODUCTION OP SUCH 
COMPENSATORY AMOUNTS SHALL RESPECT THE EC'S INTERNATIONAL 
COMMITMENTS (I.E., GATT). 

3. IMPLEMENTING RULES EOR THE SAFEGUARD, OR ESCAPE 
CLAUSE, OPTION (2A ABOVE) WERE LAID DOWN BY COUNCIL REGU- 
LATION NO. 1076/71 (REFS C AND E); THESE RULES APPLY TO 
OILSEED MEAL AND OILSEEDS AS WELL AS VEGETABLE OILS. 
IMPLEMENTING RULES FOR THE COUNTERVAILING DUTY OPTION 
(2B) WERE LAID DOWN BY COUNCIL REGULATION NO. 143/67 
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(REP D). HOWEVER, THIS REGULATION APPLIES ONLY TO VEGE- 
TABLE OILS. THE REGULATION PROVIDES FOR THE APPLICATION 
OF A COMPENSATORY AMOUNT WHERE THE PRICES OF IMPORTED 
OILS ARE: (A) LOWER THAN THE PRICES THAT WOULD BE 
ESTABLISHED IN THE ABSENCE OF DIRECT OR INDIRECT SUBSIDIES 
OR PREMIUMS FOR THE PRODUCTION, MANUPACTURING, EXPORTATION 
OR TRANSPORT OP OIL OR (B) IN A DIPFERENT RATIO TO THE 
PRICES OF OILSEEDS THAN THEY WOULD HAVE BEEN IN THE 
ABSENCE OF ACTION BY A TRADE MONOPOLY OR NEAR MONOPOLY OR 
MEASURES EQUIVALENT IN EFFECT TO A SUBSIDY OR PREMIUM. 

BANS OR TAXES ON OILSEED EXPORTS ARE CONSIDERED MEASURES 
EQUIVALENT TO SUBSIDIES FOR PURPOSES OF THIS REGULATION 
BECAUSE THEY RAISE OILSEED COSTS TO EC CRUSHERS THEREBY 
GIVING OIL IMPORTS A COMPETITIVE ADVANTAGE OVER DOMEST- 
ICALLY PRODUCED VEGETABLE OIL. THE COMPENSATORY AMOUNT 
IS NOT TO EXCEED THE AMOUNT OF THE SUBSIDY OR THE INCIDENCE 
OF EQUIVALENT MEASURES. IT IS TO BE FIXED THROUGH MANAGE- 
MENT COMMITTEE PROCEDURE. 

5. COMMISSION OFPICIALS IN THE OILSEED DIVISION TELL 
US THAT THEY ENVISAGE THE EXTENSION OF REGULATION NO. 

143/67 TO OILCAKES AND MEALS RATHER THAN THE FORMULATION 
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OF A SEPARATE REGULATION FOR THESE PRODUCTS. THEY SAY 
THAT THIS EXTENSION WOULD FACILITATE THE HANDLING OF 
PROBLEMS SUCH AS THE RECENT EC CRUSHING INDUSTRY COMPLAINT 
AGAINST BRAZIL'S INDIRECT SUBSIDIZATION OF SOYBEAN MEAL 
EXPORTS (REF B). IT WOULD MEAN THAT FUTURE COMPLAINTS 
OF THIS NATURE WOULD BE HANDLED BY DG-VI (AGRICULTURE) 
RATHER THAN DG-I (EXTERNAL AFEAIRS). THE OFFICIALS 
NOTED EC INDUSTRY COMPLAINTS THAT RESOLUTION OF THE 
EC-RRA7.il issue took far too long - NEARLY TWO YEARS. 

THEY SAID THAT THE EC RULES WERE IN ACCORDANCE WITH GATT 
AND SHOULD NOT AFFECT U S. TRADE. THEY THOUGHT THAT THE 
CHANGE IN EC RULES, WHICH WOULD REQUIRE COUNCIL DECISION, 
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WOULD NOT TAKE PLACE VERY QUICKLY, POSSIBLY NOT UNTIL 
AUTUMN. HINTON 
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